* 



May 9, 1995 


TO: M. A. Young 

RE: Pathmark Account Trip - 5/4/95 


Pathmark achieved Focus 11 payments on information only. They did not achieve any 
Focus II performance-based dollars due to negative share trend. The negative trend is 
largely attributed to removal of RJR ECD's in 50 self-service locations during late 
January/early February. 

On the merchandising front, account is now PM exclusive. PM RDA’s estimated at 
$880/mo. Chain comprised of SS and NSS locations (100 and 48 respectively). NSS 
stores skew chain average Industry Volume down to 450. Self-service stores doing 
550 ctn/wk. Nick is working with IR in Winston-Salem to clean-up AIM files as current 
data from chain does not coincide with SIS file (i.e., unassigned accounts). 

Visited 2 stores at retail to observe present merchandising situation. RJR on bottom of 
carton fixture with 19% of space. Also on bottom of PM UPM with 19% (257 rows total 
Industry) of space and no pack promotional area. RJR SOM is at 17.8% for Partners 
Base. 

We contacted Tom Connor, Pathmark Buyer, to present Focus II results and Wholesale 
Partners program. Three scenarios discussed as noted in presentation attachment. 
Pathmark has opportunity to earn incremental trade dollars due to current RJR share 
negative trend (correction in course), under indexed RJR share vs. region market RJR 
SOM in supermarket segment and RJR carton rate potential vs. other manufacturers 
(i.e., BAT) Tom Connor explained the Pathmark Trade Strategy to both Nick and I as 
one that is diametrically opposed to Category Management principles. They are not 
interested in building the category in total by involving ail manufacturers. Instead, they 
rally behind the SOM leader and are basically unconcerned with the effect on others. 
Tom stated that he felt this was short-term thinking and recognized significant risk in 
this approach. We registered the point that their strategy may work if non-players con¬ 
tribution potential to trade marketing earnings were at parity, but this was certainly not 
the case with our new Partners program vs. B&W, Lorillard and L&M. Tom agreed. 
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We also discussed retail alternatives on a qualitative basis. No RDA’s dollars were 
discussed. While Nick presented the 3 wholesale scenarios, we also communicated 
that his future earnings from RJR were directly related to the decisions he makes both 
for Wholesale and Retail to include their subsequent effects on RJR performance. 

Tom stated that he was on a PM exclusive contract, but that he did have some 
flexibility. He committed to a follow-up meeting in 7-10 days to discuss retail 
parameters. We suspect that he is stalling for two reasons: 1) to digest and further 
analyze our new program, and 2) to check with PM to determine what will and will not 
put his PM RDA’s in jeopardy. Since Pathmark owns the PM 3-sided Industry UPM 
(PM deeded them the fixture), it will be interesting to hear his comeback. 

He also asked if we were interested in carton shelf position. Our reply was that we 
doubted that merely changing position without a change in RJR dedicated space would 
produce any significant brand performance. We also stated that any retail proposal or 
expectation from Pathmark must include the Wholesale Partners incremental dollars 
change versus Focus II since the earnings potential was affected in such a significant 
manner. Tom also agreed to this approach. 

May wish to consider a special contract vs. standard due to PM signage locations on 
both sides of front section of Industry UPM. "Retail Participation" agreement could be 
driven from Pack and/or carton plan-o-grams and tie-in a marketing plan participation. 
Suggest payment after successful implementation of reset. Opportunity exists to gain 
carton space from BAT and L&M driven from Wholesale Partners and/or minor RDA 
contribution hidden in Retail Participation agreement. This approach would limit our 
exposure to possible PM proof source issues. Of course, this strategy is contingent on 
Pathmark’s level of interest in significantly increasing RJR share/performance. 

Nick Kuruc possesses strong analytical skills and demonstrates proficient use of 
computer-based tools. He has very good rapport with Pathmark and is facing a very 
difficult selling challenge. Outcome cannot be predicted at this time. 

WiRe 

M. L. Buckler 


path mark, doc 

cc: G. T. Baroody 

D. L. Wilmesher 
G. N. Kuruc 
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